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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Pine  Hills 
School  for  the  two  fiscal  years  ended  June  30,  1977. 

The  audit  was  conducted  by  Greteman,  Adams  and  Company  under  a 
contract  between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not  necessarily 
the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


OVERVIEW 

AUDIT  OF 
PINE  HILLS  SCHOOL 

June  30,  1977  and  1976 


INTRODUCTION 

The  audit  of  the  various  funds  and  account  group  of  Pine  Hills  School  for 
the  two  years  ended  June  30,  1977  was  a  financial  compliance  audit  performed  by 
Greteman,  Adams  &  Co,  under  contract  with  the  Office  of  the  Legislative  Auditor. 
The  purpose  of  the  audit  was  to  determine  that  the  financial  statements  were 
presented  in  accordance  with  generally  accepted  accounting  principles  and  to 
determine  whether  the  agency  had  complied  with  applicable  state  laws  and 
regulations . 

The  audit  resulted  in  a  disclaimer  of  opinion  on  the  general  fixed  asset 
account  group  because  of  a  lack  of  documentation  available  to  support  the  assigned 
values  of  the  fixed  assets  where  historical  cost  information  was  not  available. 
However,  an  unqualified  opinion  was  given  on  the  financial  statements  of  each  of 
the  other  funds. 

There  are  17  recommendations  in  the  audit  report.   The  Department  of 
Institutions  concurred  with  14  of  the  recommendations  and  did  not  concur  with 
3  of  the  recommendations. 
SYNOPSIS  OF  MAJOR  FINDINGS 

The  areas  of  major  findings  presented  in  the  audit  report  are  as  follows: 
Federal  Grant  Expenditures 

Vocational  education  projects  are  funded  on  a  reimbursement  basis  in 
accordance  with  an  approved  project  budget.   Expenditures  are  charged  to  the 
general  fund  while  the  reimbursement  goes  with  the  Federal  and  Private  Revenue 
Account  fund.   At  June  30,  1977  and  1976,  vocational  education  project  expendi- 
tures of  $13,026  and  $9,878  were  charged  to  the  general  fund  instead  of  the 


Federal  and  Private  Revenue  Account  fund.   Also,  cash  of  $2,704  received  prior 

to  July  1,  1975  as  a  reimbursement  for  expenditures  was  still  in  the  Federal 

and  Private  Revenue  Account  at  June  30,  1977. 

Use  of  Off-Duty  Hourly  Personnel 

Hourly  employees  are  often  used  on  a  volunteer  basis  to  transport  boys 

during  their  off-duty  hours  with  only  their  expenses  being  paid.   It  is 

possible  that  these  employees  could  contend  at  a  later  date  that  this  time  was 

required  of  them  in  order  to  keep  their  jobs  and  demand  back,  pay  for  overtime. 

Also,  there  is  a  question  as  to  the  state's  liability  should  an  accident  occur 

while  the  employees  are  using  personal  automobiles  for  this  travel. 

Other 

Other  recommendations  included  in  the  report  deal  with  the  following: 

o  Utilizing  SBAS  in  accounting  for  expenditures  by  grant. 

o  Obtaining  an  approval  signature  on  State  of  Montana  vendor 
invoices  prior  to  pajmient. 

o  Purchasing  only  those  vehicle  accessories  necessary  to  support 
the  agency's  assigned  program. 

o  Taking  periodic  inventories  of  frozen  meat. 

o  Reviewing  travel  claims  for  accuracy  and  compliance  with  state 
travel  regulations. 

c  Adequately  describing  other  reimbursable  expenses  on  travel 
claims . 

o  Making  travel  advances  under  $50  only  in  hardship  cases. 

o  Improving  the  system  of  fixed  asset  accountability. 

o  Disposing  of  obsolete  items. 

o  Including  agency  funds  on  SBAS  even  if  funds  are  retained  in 
local  accounts. 


TABLE  OF  CONTENTS 


Appointive  and  Administrative  Officials 
Summary  of  Recommendations 
Accountants'  Opinion 
Comments: 

Introduction 

Federal  Grant  Expenditures 

Grant  Records 

Use  of  Off-Duty  Hourly  Personnel 

State  of  Montana  Vendor  Invoices 

Vehicle  Specifications 

Meat  Inventory 

Travel  Claims 

Property,  Plant  and  Equipment 

Obsolete  Inventories 

Agency  Funds 

Personne]  Files 

Duties  of  Inventory  Personnel 

Prior  Year  Recommendations 
Financial  Statements: 

Combined  Balance  Sheets  -  June  30,  1977 

General  Fund 

Federal  and  Private  Revenue  Account 

Interest  and  Income  (FPRA) 

Agency  Fund 

General  Fixed  Assets 

Combined  Statements  of  Revenue  -  Budget  and  Actual 
Year  ended  June  30,  1977 


Page 
iv 
v 

viii 

1 
2 
3 
4 
A 
5 
5 
5 
7 
8 
8 
9 
9 
10 


11 
11 
11 
11 
11 


TABLE  OF  CONTENTS  (Continued) 

Page 

General  Fund  12 

Federal  and  Private  Revenue  Account  12 

Interest  and  Income  12 

Combined  Statements  of  Revenue  -  Budget  and  Actual  - 
Year  ended  June  30,  1976 

General  Fund  13 

Federal  and  Private  Revenue  Account  13 

Interest  and  Income  (FPRA)  13 

Combined  Statements  of  Expenditures  -  Budget  and  Actual  - 
Year  ended  June  30,  19  77 

General  Fund  1^ 

Federal  and  Private  Revenue  Account  I'i 

Interest  and  Income  (FPRA)  1'^ 

Combined  Statements  of  Expenditures  -  Budget  and  Actual  - 
Year  ended  June  30,  1976 

General  Fund  15 

Federal  and  Private  Revenue  Account  15 

Interest  and  Income  (FPRA)  15 

Federal  Revenue  Sharing  (FPRA)  15 

Combined  Statements  of  Changes  in  Fund  Balances  - 
Year  ended  June  30,  1977 

General  Fund  16 

Federal  and  Private  Revenue  Account  16 

Interest  and  Income  (FPRA)  16 

Combined  Statements  of  Changes  in  Fund  Balances  -  Year 
ended  June  30,  1976 

General  Fund  1'' 

Federal  and  Private  Revenue  Account  1' 

Interest  and  Income  (FPRA)  1^ 

Federal  Revenue  Sharing  (FPRA)  ^^ 

ii 


TABLE  OF  CONTENTS  (Continued) 

Page 

Statement  of  Changes  in  General  Fixed  Assets  -  Year  ^o 

ended  June  30,  1977 

Notes  to  Financial  Statements  19 

Schedule  of  Expenditures  by  Program  -  Year  ended 

June  30,  1977  24 

Schedule  of  Expenditures  by  Program  -  Year  ended 

June  30,  1976  25 

Agency  Replies 

Department  of  Institutions  26 


lii 


APPOINTIVE  AND  ADMINISTRATIVE  OFFICIALS 


BOARD  OF  INSTITUTIONS 
Zella  A.  Jacobson 
Eldon  E.  Kuhns 
Willis  M.  McKeon 
Dennis  F.  Dolan 
Dr.  John  W.  Strizich 

DEPARTMENT  OF  INSTITUTIONS 


Great  Falls 

Billings 

Malta 

Butte 

Helena 


TERM  EXPIRES 
January  1979 
January  1979 
January  1981 
January  1981 
January  1981 


Lawrence  M.  Zanto,  Director 

James  L.  Haubein,  Administrator,  Management  Services  Division 

PINE  HILLS  SCHOOL 

Don  T.  Holladay,  Ph.D.,  Superintendent 
Luther  I.  Hutton,  Assistant  Superintendent 
Alan  W.  Ek,  Business  Manager 


XV 


SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a  listing  of  all 
recommendations  together  with  a  notation  as  to  whether  the  agency  concurs  or  does 
not  concur  with  each  recommendation.   This  listing  serves  as  a  means  of  summarizing 
the  recommendations  contained  in  the  report  and  the  audited  agency's  reply  thereto 
and  also  as  a  ready  reference  to  the  supporting  comments.   The  full  replies  of  the 
Department  of  Institutions  are  included  in  the  back  of  this  report. 


Charge  reimbursable  vocational  education  expenditures  to  the 
Federal  and  Private  Revenue  Account  fund  at  the  time  the 
expenditure  is  incurred  instead  of  charging  the  expenditure 
to  the  general  fund . 

Agency  Reply:   Do  not  concur.   This  cannot  be  done  if  charging 
those  reimbursable  expenditures  to  the  Federal  and  Private 
Revenue  Account  would  result  in  supplanting  state  funds  with 
federal  funds.   See  page  27. 

Attempt  to  change  the  method  of  funding  for  vocational  education 
projects  from  a  reimbursement  basis  to  advance  funding. 

Agency  Reply;  Concur,  The  Office  of  Superintendent  of  Public 
Instruction  is  considering  awarding  vocational  education  funds 
in  advance  in  future  years.   See  page  27. 

Utilize  SBAS  in  accounting  for  expenditures  by  grant. 

Agency  Reply;   Concur.   See  page  27. 

Discontinue  using  off-duty  personnel  for  transporting  boys  until 
the  wage  and  hour  and  legal  liability  implications  are  resolved. 

Agency  Reply;   Concur.   See  page  27. 

State  of  Montana  vendor  invoices  should  have  an  approval  signature 
prior  to  payment . 

Agency  Reply:   Concur,   See  page  28. 

Vehicles  only  be  purchased  with  those  options  required  for  efficient 
operation  and  necessary  to  support  the  agency's  assigned  program. 

Agency  Reply;   Concur,   See  page  28, 

The  frozen  meat  inventory  should  be  taken  periodically  and  reconciled 
to  perpetual  inventory  records . 

Agency  Reply:   Concur,   See  page  28. 


Page 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 
One  person  should  be  responsible  for  reviewing  travel  claims  to 

be  sure  they  are  completely  and  properly  filled  out.  6 

Agency  Reply:   Concur.   See  page  28. 

Boys'  travel  expenses  should  be  separately  identified  on  employee's 

travel  claim.  6 

Agency  Reply;   Concur.   See  page  28. 

Travel  claims  should  adequately  describe  other  reimbursable  expenses 

instead  of  describing  as  "miscellaneous".  6 

Agency  Reply:   Concur.   See  page  29. 

Travel  advances  for  less  than  $50  should  only  be  made  to  hardship 

cases.  7 

Agency  Reply:   Do  not  concur.   Much  of  the  travel  is  on  short 
notice  and  it  is  difficult  to  determine  hardship  cases.   See 
page  29 . 

Implement  a  system  of  property  control  and  accountability  which  will:       7 

a  .   Provide  for  placement  of  an  identification  number  decal 
on  all  furniture  and  equipment. 

b.  Update  fixed  asset  records  monthly  for  additions,  deletions 
and  transfers. 

c.  Keep  appropriate  documentation  to  support  assigned  values 
where  historical  cost  data  is  not  available. 

Agency  Reply:   Concur.   See  page  29. 

Take  action  to  dispose  of  obsolete  items.  8 

Agency  Reply:   Concur .   See  page  29 . 

Include  agency  funds  on  SBAS  for  accountability  purposes  even  if  funds 

are  retained  in  local  accounts.  8 

Agency  Reply:  Do  not  concur.  SBAS  currently  does  not  have  the 
capability  to  account  for  funds  not  in  the  State  Treasury.  See 
page  30 ■ 

Determine  the  length  of  time  funds  should  be  held  for  the  benefit  of 

boys  who  cannot  be  located  prior  to  reverting  to  the  state.  9 

Agency  Reply:   Concur,   See  page  30. 
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SUMMASY  OF  RECOMMENDATIONS  (Continued) 

Page 
Include  pertinent  employee  information  In  personnel  files,  9 

Agency  Reply;   Concur.   See  page  30. 

Strengthen  Internal  control  over  inventories  through  a  segregation 

of  duties  among  inventory  clerks •  9 

Agency  Reply;   Concur,   See  page  30. 
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GRETEMAN,  ADAMS  &  CO. 

CERTIFIED  PUBLIC  ACCOUNTANTS 

3302  FOURTH  AVENUE  NORTH 

BILLINGS,  MONTANA  59101 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  statements  of  the  various  funds  and 
account  group  of  Pine  Hills  School  for  the  years  ended  June  30,  1977  and 
June  30,  19  76  as  listed  in  the  accompanying  table  of  contents.   Our 
examination  was  made  in  accordance  with  generally  accepted  auditing  standards 
and,  except  as  to  the  general  fixed  assets  account  group,  included  such 
tests  of  the  accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances. 

Pine  Hills  School  did  not  maintain  a  record  of  its  general  fixed  assets 
prior  to  June  30,  1976,  and  accordingly  a  statement  of  changes  in  general 
fixed  assets,  required  by  generally  accepted  accounting  principles,  is  not 
included  in  the  accompanying  financial  statements  for  the  year  ended 
June  30,  1976. 

As  discussed  in  note  5  to  the  financial  statements.  Pine  Hills  School 
carries  its  general  fixed  assets  at  cost  or  assigned  value.   Generally 
accepted  accounting  principles,  in  our  opinion,  require  that  general  fixed 
assets  be  stated  at  cost  or  estimated  original  cost,  with  the  estimated  original 
cost  of  such  assets  established  on  the  basis  of  such  documentary  evidence 
as  may  be  available,  including  price  levels  at  the  time  of  acquisition. 
The  records  at  Pine  Hills  School  are  not  adequate  to  determine  whether  or 
not  the  assigned  values  approximate  the  original  cost  of  such  assets. 
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GRETEMAN,  ADAMS  &  CO. 

Because  we  were  unable  to  satisfy  ourselves  by  appropriate  audit  tests 
or  by  other  means  as  a  result  of  a  lack  of  historical  records,  we  are 
unable  to  express  an  opinion  on  the  accompanying  financial  statements  of 
the  general  fixed  assets  account  group. 

In  our  opinion,  the  financial  statements  listed  in  the  foregoing  table 
of  contents,  other  than  the  financial  statements  of  the  general  fixed  assets 
account  group,  present  fairly  the  financial  position  of  the  various  funds 
of  Pine  Hills  School  at  June  30,  1977  and  the  results  of  operations  of 
such  funds  for  the  two  years  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  consistent  basis.   Supplementary 
data  included  in  the  Schedules  have  been  subjected  to  the  same  auditing 
procedures  and,  in  our  opinion,  are  stated  fairly  in  all  material  respects 
when  considered  in  conjunction  with  the  financial  statements  taken  as  a  whole, 

^..-.^^^^vx^  ,    CieU^^^  ^  Co  . 

September  1,  1977 
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COMMENTS 

INTRODUCTION 

The  primary  purpose  of  our  examination  of  the  financial  statements  of 
the  various  funds  and  account  group  of  Pine  Hills  School  for  the  fiscal  years 
ended  June  30,  1977  and  June  30,  1976  was  to  enable  us  to  form  an  opinion 
as  to  the  financial  position  of  the  various  funds  and  account  group  of  Pine 
Hills  School  at  June  30,  1977  and  the  results  of  operations  of  such  funds 
for  the  two  fiscal  years  then  ended,  and  to  test  for  compliance  with  state 
and  federal  laws  applicable  to  the  agency.   We  found  no  violations  of  state 
or  federal  laws  except  as  otherwise  noted  in  subsequent  paragraphs.   We 
tested  the  accounting  records  for  capital  projects  in  progress  at  the 
Architecture  and  Engineering  Bureau  and  physically  inspected  the  projects. 
We  found  the  capital  projects  records  to  be  reasonable  and  the  stages  of 
construction  to  be  in  agreement  with  the  accounting  records.   We  tested 
federal  grant  programs  for  compliance  with  state  and  federal  law  and  found 
no  exceptions. 

We  reviewed  and  tested  Pine  Hills  School's  system  of  internal  accounting 
control  to  the  extent  considered  necessary  to  evaluate  the  system  as  required 
by  generally  accepted  auditing  standards.   The  purpose  of  the  evaluation  is 
to  establish  a  basis  for  reliance  thereon  in  determining  the  nature,  timing 
and  extent  of  auditing  procedures  that  are  necessary  for  expressing  an 
opinion  on  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable, 
but  not  absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss  from 
unauthorized  use  or  disposition,  and  the  reliability  of  financial  records  for 
preparing  financial  statements  and  maintaining  accountability  for  assets. 
The  concept  of  reasonable  assurance  recognizes  that  the  cost  of  a  system  of 
internal  accounting  control  should  not  exceed  the  benefits  derived  and  also 
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recognizes  that  the  evaluation  of  these  factors  necessarily  requires  estimates 
and  judgments  by  management. 

There  are  inherent  limitations  that  should  be  recognized  in  considering 
the  potential  effectiveness  of  any  system  of  internal  accounting  control.   In 
the  performance  of  most  control  procedures,  errors  can  result  from  misunder- 
standing of  instructions,  mistakes  of  judgment,  carelessness  or  other  personal 
factors.   Control  procedures  whose  effectiveness  depends  upon  segregation  of 
duties  can  be  circumvented  by  collusion.   Similarly,  control  procedures  can 
be  circumvented  intentionally  by  management  with  respect  either  to  the 
execution  and  recording  of  transactions  or  with  respect  to  the  estimates  and 
judgments  required  in  the  preparation  of  financial  statements.   Further,  pro- 
jection of  any  evaluation  of  internal  accounting  control  to  future  periods  is 
subject  to  the  risk  that  the  procedures  may  become  inadequate  because  of 
changes  in  conditions  and  that  the  degree  of  compliance  with  the  procedures 
may  deteriorate. 

Our  study  and  evaluation  of  the  Pine  Hills  School's  internal  control  for 
the  two  years  ended  June  30,  1977  would  not  necessarily  disclose  all  weaknesses 
in  the  system.   However,  such  study  and  evaluation  disclosed  the  following 
conditions  that  we  believe  merit  attention.   It  should  be  noted  that  this 
list,  by  its  nature,  is  critical  in  that  it  contains  only  our  comments  and 
recommendations  on  deficiencies  observed  in  the  course  of  our  examination. 
It  does  not  include  our  observations  on  the  many  strong  features  of  Pine 
Hills  School's  system  of  internal  control. 
FEDERAL  GRANT  EXPENDITURES 

Pine  Hills  School  participates  in  vocational  education  projects  admini- 
stered by  the  Office  of  Superintendent  of  Public  Instruction  (OSPI)  and  funded 
with  federal  money.   Pine  Hills  School  is  reimbursed  for  the  costs  incurred  in 
accordance  with  the  approved  project  applications.   The  Statewide  Budgeting  and 
Accounting  System  (SBAS)  will  not  accept  an  expenditure  charged  to  a  Federal 
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and  Private  Revenue  Account  appropriation  unless  the  cash  is  actually  on 
deposit  within  the  state  treasury  for  that  particular  appropriation.   Since 
the  vocational  education  projects  are  funded  on  a  reimbursement  basis,  there 
is  no  cash  available  in  the  Federal  and  Private  Revenue  Account  until  the 
project  has  been  completed  and  reimbursement  received  from  OSPI.   Therefore, 
Pine  Hills  School  charges  the  costs  of  these  projects  to  the  general  fund  as 
they  are  incurred.   At  June  30,  1977  and  1976  the  general  fund  was  overcharged 
by  $13,026.38  and  $9,877.86,  respectively,  and  the  Federal  and  Private  Revenue 
Account  was  undercharged  by  a  corresponding  amount  because  the  expenditures 
were  not  reflected  in  the  proper  fund.   In  addition,  the  Federal  and  Private 
Revenue  Account  fund  balance  at  June  30,  1977  includes  cash  of  $2,704.08  from 
reimbursements  received  prior  to  July  1,  1975.   The  present  method  of  funding 
is,  in  effect,  a  loan  from  the  general  fund  which  lacks  formal  approvals. 

RECOMMENDA TION 

We  recommend   that  Pine  Hills  School: 

1.  Charge  an   expenditure   to    the  appropriate  fund  at   the   time   the 
expenditure  is   incurred . 

2.  Attempt   to   change   the  method  of  funding  vocational    education 
projects  from  a   reimbursement   basis   to   advance  funding  or, 
if   this   is   unsuccessful ,    to  obtain   a   loan   from  the  general 
fund   to   finance   the   expenditures   until    the  reimbursement   is 
received . 

GRANT  RECORDS 

Due  to  the  reporting  requirements  of  federal  grants  which  require  expen- 
ditures by  grant.  Pine  Hills  School  maintains  manual  records  of  grant  expen- 
ditures since  the  SBAS  capability  is  not  being  utilized  to  provide  such 
detail  at  the  present  time.   Pine  Hills  School  accounting  personnel  spend 
considerable  time  reconciling  their  manual  records  by  grant  with  the  expen- 
ditures charged  to  the  Federal  and  Private  Revenue  Account  fund.   Pine  Hills 
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School  may  have  from  8  to  12  individual  grants  each  fiscal  year. 

RECOMMENDA TION 

We  recommend   that   Pine  Hills  School    utilize  SBAS   so   that   expendi- 
tures can  be   identified  by  grant   and  accumulated  during  the 
grant  period   to   facilitate  reporting   to    the  grantor  agency. 
USE  OF  OFF-DUTY  HOURLY  PERSONNEL 

A  few  hourly  employees  request  to  transport  boys  in  return  for  expenses, 
outside  of  normal  working  hours.   They  do  this  on  a  volunteer  basis,  often 
in  their  personal  automobiles,  for  expenses  only.   While  on  the  surface  this 
appears  very  cost-effective,  we  question  potential  legal  problems.   These 
employees  could  perhaps  at  some  point  maintain  that  this  travel  was  required 
of  them  in  order  to  keep  their  job  and  demand  back  pay  for  overtime.   Also, 
there  is  a  question  as  to  the  state's  liability  should  an  accident  occur  while 
the  employees  are  using  personal  automobiles. 

RECOMMENDATION 

We  recommend   that    this  practice  be  discontinued  while  attorneys   for   the 
Department   of  Institutions   examine   the  potential    implications   with 
respect    to   wage  and  hour  laws  and  legal   liability . 
STATE  OF  MONTANA  VENDOR  INVOICES 

The  State  has  a  form  to  be  used  by  vendors  who  do  not  have  or  choose 
not  to  use  their  own  invoices.   On  this  form  there  is  a  place  for  the  Insti- 
tution to  indicate  payment  approval.   Pine  Hills  School  has  not  been  using 
the  space  provided  for  approvals  and  thus  there  is  no  indication  that  these 
State  of  Montana  Vendor  Invoices  have  been  approved  for  payment.   The  lack 
of  an  approval  signature  increases  the  possibility  for  unauthorized  payments. 

RECOMMENDA TION 

We  recommend   that  all    invoices   to  be  paid  be  signed  by   the  person 
authorized   to  approve  payment. 
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VEHICLE  SPECIFICATIONS 

We  found  that  two  vehicles  purchased  during  the  period  included  accesso- 
ries whose  necessity  we  question.   These  include: 

•  air  conditioning 

•  cruise  control 

•  electric  clock 

•  remote  control  outside  mirror 

•  engine  in  excess  of  350  cubic  inches 
RECOMMENDA TION 

We  recommend   that   vehicles  only  be  purchased   with   those  options  required 
for  efficient   operation   and  necessary   to   support    the  agency's  assigned 
programs . 
MEAT  INVENTORY 

Pine  Hills  School  has  its  own  farm  on  which  they  raise  cattle  and  hogs, 
as  well  as  their  own  butcher  shop  to  butcher  this  livestock.   They  maintain 
records  of  the  usable  meat  consumed.   They  do  not,  however,  take  a  physical 
inventory  of  their  frozen  meat  and  have  no  accounting  control  to  detect  thefts 
or  other  shortages. 
RECOMMENDA TION 

We  recommend   that    the  frozen  meat  be  counted   as  soon   as  possible .      Once 
a   starting  point   has  been   established  a   physical    inventory   should  be 
taken   quarterly   and  compared   to   the  inventory  records.      Any  differences, 
other   than  normal    shrinkage  or  waste,    should  be  followed  up. 
TRAVEL  CLAIMS 

We  made  a  test  review  of  travel  claims  and  noted  thirteen  instances  where 
these  claims  were  incorrect.   The  types  of  errors  noted  were 

•  Footing  and  calculation  errors; 

•  No  times  indicated  for  departure  and  return; 

•  Insufficient  description  of  travel  purpose;  and 
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•  Meals  being  reimbursed  when  the  employee  terminated  his  travel  status 

prior  to  the  time  required  to  earn  meal  reimbursement. 
Travel  claims  have  been  both  overpaid  and  underpaid  because  of  the  first 
error.   The  largest  error  noted  was  under  $20  and  the  net  of  all  thirteen 
errors  was  under  $25. 
RECOMMENDA TION 

We  recommend   that  one  person   be  responsible  for  reviewing   travel    claims 
to  be   sure   that   they   are  completely   and  properly   filled  out.      This 
person   should  also   ascertain   that   the  amounts   charged  are  in   accordance 
with   the  current  Montana   Operations  Manual    (MOM)    allowances . 
Because  of  the  nature  of  the  Institution,  travel  expenses  for  boys'  meals 
and  incidentals  are  paid  by  the  Pine  Hills  School  employee  who  is  accompanying 
them.   Quite  often,  these  amounts  are  included  under  "meals"  on  the  travel 
claim,  making  it  difficult  or  impossible  to  verify  that  the  correct  amount 
has  been  charged  for  employee  meals. 
RECOMMENDA TION 
We  recommend   that  all    boys'    expenses  be  shown  as    "other"   on   the   travel 

claim  and  receipted  as  required . 
Some  employees  are  charging  minor  amounts  identified  as  "miscellaneous" 
on  travel  claims.   With  this  description  it  is  impossible  to  determine  if  these 
amounts  are  proper  reimbursable  business  expenses,  or  represent  overcharges 
to  the  State  by  employees. 
RECOMMENDA TION 

We  recommend   that   all    items  included  on    travel    claims  be  fully  described 
as  required  by  MOM  1.014.00  and  descriptions  such  as   "miscellaneous" 
not   be  accepted . 
Current  practice  is  to  make  travel  advances  of  less  than  $50  to  employees 
who  request  them.   MOM  1-1020.40  restricts  advances  of  less  than  $50  to  hard- 
ship cases. 
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RECOMMENDATION 

We  recommend   that    the  Institution   adhere   to   the  MOM  requirements  and 
restrict   advances  of  under   $50   to  hardship  cases.      In  addition, 
permanent    travel    advances   should  be  considered   for   those  employees 
making  frequent    trips,    with  reimbursement  made  once  per  month  per 
MOM  1-1050 .10.      This   will    reduce   the  clerical    workload. 
PROPERTY.  PLANT  AND  EQUIPMENT 

The  following  conditions  which  were  noted  in  the  audit  report  for  the 
fiscal  year  ending  June  30,  1975  have  not  been  corrected: 

•  Property  number  decals  are  not  affixed  to  all  school  assets 

•  Property  records  are  not  updated  monthly  for  purchases,  sales, 
transfers,  trade-ins  or  retirements  of  assets 

•  The  school  has  not  obtained  general  ledger  dollar  control  over  the 
fixed  assets. 

The  school  has  prepared  a  listing  of  fixed  assets  with  historical  cost 
or  assigned  values.   Sufficient  documentation  is  not  available  to  determine 
the  reasonableness  of  the  assigned  values  where  historical  cost  data  was  not 
available . 

A  listing  of  assets  is  meaningless  if  a  system  of  identification  is  not 
implemented.   Property  number  decals  should  be  affixed  to  all  school  assets. 
Without  identifying  decals,  only  that  small  portion  of  the  property  which 
has  serial  numbers  can  be  positively  identified. 

RECOMMENDATION 

We  recommend   that  Pine  Hills  School: 

1 .  Implement   a   system  of  property  control    and  accountabil ity 
which  will   provide  for  placement   of  an   identification 
number  decal   on  all    equipment . 

2.  Update  fixed  asset   records  monthly  for  additions,    deletions 
and   transfers . 
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3.      Keep  appropriate  documentation   to   support   assigned   values 
where  historical    cost   data   is  not   available . 
OBSOLETE  INVENTORIES 

Included  with  inventories  are  some  extremely  old  obsolete  items.   The 
following  is  a  partial  listing  based  on  our  test  work: 

•  Bath  tub  &  other  bathroom  fixtures 

•  Unusable  welding  rod 

•  Wool  army  surplus  clothing 

•  Pipe  fittings  (most  received  about  1960) 

•  Kitchen  items  (including  141  teapots  and  a  roasting  pan  received  in 
1959) 

•  13  box  end  wrenches,  all  of  the  same  size,  received  between  1965 
and  1968. 

The  school  has  a  partial  listing  of  obsolete  items  which  have  a  histori- 
cal cost  of  some  $9,000.   In  addition  to  the  items  in  the  warehouse,  they 
have  a  large  pile  of  used  brick  from  a  building  they  demolished  some  years  ago. 
RECOMMENDA TION 

We  recommend   that    the   school    completely  list   all   obsolete  items  and 
contact   the  Department  of  Administration   for  disposal   instructions. 
AGENCY  FUNDS 

The  school  maintains  local  bank  accounts  for  a  transportation  fund,  can- 
teen fund  and  Boys'  fund  which  are  not  included  on  SBAS.   Also,  the  school 
has  a  savings  account  which  contains  funds  for  boys  who  have  left  the 
school  and  cannot  be  located.   The  savings  account  is  not  on  SBAS. 
RECOMMENDA TION 
We  recommend   that   Pine  Hills  School: 

1 .      Record   the  funds  on   the  Statewide  Budgeting  and  Accounting 
System  for  accountability  even   if   the  funds  are  retained 
in  local   accounts. 
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2.      Determine   the   length  of   time  funds   should  be  held  for 

the  benefit  of  boys   who  cannot   be  located  prior   to  reverting 
to   the   state  and   transfer   to   the  state,    funds   which  meet 
the  legal    criteria   for  reverting . 
PERSONNEL  FILES 

The  following  conditions  which  were  noted  in  the  audit  report  for  the 
fiscal  year  ending  June  30,  1975  have  not  been  corrected. 

•  Employee  withholding  forms  (Form  W-4)  are  not  always  filed  in  the 
personnel  files. 

•  Payroll  status  forms  are  not  always  filed  in  the  personnel  files 
to  substantiate  pay  changes. 

RECOMMENDA TION 

We  recommend   that  Pine  Hills  School   include  pertinent   employee  information 
in   the  personnel   file. 
DUTIES  OF  INVENTORY  PERSONNEL 

As  was  noted  in  the  audit  report  for  the  fiscal  year  ended  June  30,  1975, 
there  is  inadequate  separation  of  duties  among  store  clerks.   One  person 
prepares  requisitions,  receives  goods  into  the  store,  and  has  physical 
control  of  the  store  inventory.   This  combination  of  duties  makes  detection 
of  any  inventory  irregularities  difficult. 
RECOMMENDATION 

We  recommend   that   one  of   the   two   store  clerks  be  responsible  for   the 
physical    control    of   the  inventory,    including  checking  inventory  in 
and  out  of   the   store  area.      The  other  clerk  should  be  responsible 
for   the  perpetual    inventory  records  and  requisitions .      The  clerk 
responsible  for   the  perpetual   records   should  have  an  office   that 
does  not  allow  access   to   the  inventory  area. 
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PRIOR  YEAR  RECOMMENDATIONS 

We  reviewed  recommendations  made  in  the  prior  audit  report  for  the 
fiscal  year  ended  June  30,  1975  in  the  financial  compliance  area.   Except 
as  indicated  in  prior  sections  of  this  report.  Pine  Hills  School  has  taken 
action  to  implement  the  recommendations  in  accordance  with  its  response 
included  in  that  report. 
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FINANCIAL    STATEMENTS 
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PINE  HILLS  SCHOOL 

Notes  to  Financial  Statements 

June  30,  1977  and  1976 

(1)  Summary  of  Significant  Accounting  Policies 

The  preceding  financial  statements  reflect  the  financial  position  and  results 
of  operations  of  Pine  Hills  School  except  for  a  statement  of  changes  in 
general  fixed  assets  for  the  year  ended  June  30,  1976,  which  was  not  main- 
tained . 
The  different  funds  and  account  group  included  in  the  financial  statements  and 
their  purpose  are: 

General  Fund  -  to  account  for  all  Pine  Hills  School  revenues  and  expen- 
ditures not  included  in  any  of  the  other  funds. 

Federal  and  Private  Revenue  Account  -  to  account  for  governmental 
grants  received  other  than  those  grants  for  which  a  separate  fund  has 
been  established  and  account  for  the  expenditures  against  the  grants. 
Interest  and  Income  Federal  and  Private  Revenue  Account  (Interest  and 
Income  FPRA)  -  to  account  for  the  interest  and  income  from  the  land 
grant  given  to  the  state  under  the  Enabling  Act  for  the  purpose  of 
supporting  a  state  industrial  school.   This  land  given  to  the  state 
under  the  Enabling  Act  and  all  moneys  received  from  the  sale  of  these 
lands  are  held  as  permanent  funds  in  the  legacy  and  trust  fund  which 
is  administered  by  the  Department  of  State  Lands.   Actual  income  from 
this  portion  of  the  legacy  and  trust  fund  is  made  available  for  the 
maintenance  and  support  of  Pine  Hills  School. 

Federal  Revenue  Sharing  Federal  and  Private  Revenue  Account  (Federal 
Revenue  Sharing  FPRA)  -  to  account  for  the  Federal  revenue  sharing 
monies  received  from  the  state  as  a  secondary  recipient  and  account 
for  the  expenditures  against  such  funds. 
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PINE  HILLS  SCHOOL 
Notes  to  Financial  Statements 

Agency  Fund  -  to  reflect  cash  held  for  boys  committed  to  Pine  Hills 
School  and  reflect  the  corresponding  liability. 

General  Fixed  Assets  Account  Group  -  to  account  for  the  general  fixed 
assets  of  Pine  Hills  School. 

The  accounting  policies  of  Pine  Hills  School  conform  to  generally  accepted 
accounting  principles  as  applicable  to  governmental  units.   The  following 
is  a  summary  of  the  more  significant  of  such  policies. 

Fund  Accounting 

The  accounts  are  organized  on  the  basis  of  funds  and  account  group,  each  of 
which  is  considered  to  be  a  separate  accounting  entity.   The  operations  of 
each  fund  and  account  group  are  accounted  for  by  providing  a  separate  set 
of  self-balancing  accounts  which  comprise  its  assets,  liabilities,  reserves, 
fund  balance,  revenues  and  expenditures. 

Basis  of  Accounting 

The  modified  accrual  basis  of  accounting,  under  which  expenditures  are 
recorded  when  the  liability  is  incurred  and  revenues  are  recorded  when 
received  in  cash  unless  susceptible  to  accrual  (i.e.  measurable  and  avail- 
able to  finance  the  agency's  operations)  or  of  a  material  amount  and  not 
received  at  the  normal  time  of  receipt,  is  followed  for  all  funds. 

Appropriations 

Appropriations  in  the  general  fund  and  Federal  revenue  sharing  (FPRA)  are 
made  by  the  legislature  for  operating  purposes  of  Pine  Hills  School. 
Expenditures  against  these  appropriations  are  funded  by  the  corresponding 
funds  at  the  state  level.   Unexpended  or  unemcumbered  balances  in  these 
appropriations  revert  to  the  respective  state  funds  at  year  end. 
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PINE  HILLS  SCHOOL 
Notes  to  Financial  Statements 

Appropriations  in  the  long  range  building  fund  are  made  by  the  legislature 
for  capital  projects  of  Pine  Hills  School.   Appropriations  in  this 
fund  continue  until  the  completion  of  the  project  unless  a  specific  time 
limit  has  been  set  by  the  legislature.   Expenditures  against  these 
appropriations  are  funded  by  the  corresponding  funds  at  the  state  level. 
At  time  of  completion  of  a  project  or  expiration  of  a  time  limit  the 
appropriation  reverts  to  the  unappropriated  fund  balance  in  the  state 
long  range  building  fund. 

Inventories 

Inventories  are  expensed  at  the  time  of  purchase. 

General  Fixed  Assets 

Pine  Hills  School  did  not  maintain  an  adequate  record  of  its  general  fixed 
assets  prior  to  June  30,  1976.   Assets  purchased  are  recorded  as  expen- 
ditures in  the  various  funds  in  the  year  of  purchase  or  encumbrance.   The 
cost  of  general  fixed  assets  purchased  is  tranferred  to  the  general  fixed 
asset  account  group  to  provide  accountability. 

Assets  are  recorded  at  historical  cost  or  estimated  historical  cost  if  the 
original  cost  is  not  available. 

Depreciation  is  not  provided  on  general  fixed  assets. 

Farm  Operation 

The  farm  operation  is  a  separate  program  of  the  school  which  consists  of 
a  rehabilitation  program  for  the  boys  and  at  the  same  time  defrays  food 
costs  of  the  school. 

Vacation  Pay  and  Sick  Pay 

The  value  of  unused  vacation  and  unused  sick  leave  accumulated  by  employees 
is  not  recorded  as  a  liability.   Each  permanent  employee  can  accumulate 

-21-  (Continued) 


PINE  HILLS  SCHOOL 
Notes  to  Financial  Statements 

and  carryover  a  maximum  of  two  years  vacation  Into  a  new  calendar  year. 
Unused  accumulated  vacation  is  redeemed  in  cash  upon  termination  of 
employment.   The  amount  of  accumulated  leave  at  June  30,  1977  was  not 
readily  determinable, 

(2)  Retirement  Plan 

The  State  of  Montana  has  two  contributory  retirement  plans  covering  sub- 
stantially all  employees  of  Pine  Hills  School.   Instructional  employees 
are  eligible  for  the  Teachers  Retirement  System  and  other  employees  are 
eligible  for  the  Public  Employees  Retirement  System.   Employer  contribu- 
tions for  the  years  ended  June  30,  1976  and  June  30,  1977  for  all  funds 
were  $66,889  and  $75,104,  respectively.   The  unfunded  past  service  costs 
and  the  actuarially  computed  value  of  vested  benefits  are  not  readily 
available  for  members  of  the  plans  employed  by  Pine  Hills  School. 

(3)  Accounts  Not  on  Statewide  Budgeting  and  Accounting  System 

The  cash  in  the  agency  fund  represents  primarily  cash  held  in  trust  for  the 
boys  committed  to  Pine  Hills  School.   This  cash  and  the  corresponding 
liability  are  not  recorded  in  the  statewide  budgeting  and  accounting 
system,  but  have  been  reflected  in  the  financial  statements  for  reporting 
purposes. 

The  general  fixed  asset  account  group  is  not  recorded  in  the  statewide 
budgeting  and  accounting  system  but  has  been  reflected  in  the  financial 
statements  for  reporting  purposes. 

(4)  Long  Range  Building  Projects 

The  Architecture  and  Engineering  Division  of  the  Department  of  Administration 
is  responsible  for  the  planning,  construction  and  administration  of 
appropriations  for  buildings  and  building  modifications  at  Pine  Hills 
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PINE  HILLS  SCHOOL 
Notes  to  Financial  Statements 

School.   The  cost  of  buildings  constructed  at  Pine  Hills  School  is  recorded 
in  the  school's  general  fixed  asset  account  group  when  the  project  is 
completed.   Capital  projects  at  Pine  Hills  School  for  the  two  years 
ended  June  30,  197  7  are  as  follows: 

Expended 


Amount  of      Prior  to    Fiscal  Year  Fiscal  Year 
Project         Appropriation  July  1,  1975    1975-76      1976-77    Total 

Construct  utility 

tunnel  $   85,000       84,297  703         -       85,000 

Install  campus  fire 
alarm  system  and 
fire  escapes  52,813  100        39,404  502    40,006 

Construct  new  boiler 

house  180,000  -  12,864      147,489   160,353 


$  317,813       84,397        52,971      147,991   285,359 


(5)  Fixed  Assets 

Prior  to  June  30,  1976,  Pine  Hills  School  did  not  maintain  a  record  of  its 
general  fixed  assets.   At  June  30,  1976,  the  school  inventoried  all  of 
its  fixed  assets  and  assigned  values  to  these  assets.   Generally,  assets 
acquired  after  June  30,  1975  are  included  at  actual  invoice  cost.   Assets 
acquired  prior  to  this  date  are  generally  included  at  an  estimated  cost. 
The  accounting  records  are  not  adequate  to  ascertain  the  actual  cost  of 
many  assets  acquired  prior  to  June  30,  1975. 
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AGENCY  REPLIES 


^ia^t  of  fMotttmvi 
^epartm^nl  of  (3InslilutuJ«2 


governor 

Thomas  l   Judge 

director 
XROll«X«..!t*}*it3C3r»5l!X 

Lawrence  M.    Zanto 


board  members 

Zella  a.  Jacobson    great  falls 
Eldon  E.  Kuhns.  billings 
Willis  M.  McKeon    malta 
Robert  J.  Pallo.  kalispell 
John  W.  Strizich    M,D  .  Helena 


^elena,  59601 


October  27,  1977 


Greteman, Adams,  &  Co. 
Certified  Public  Accountants 
P.O.  Box  2020 
Billings,  Montana  59103 

Dear  Mr.  Adams: 

We  have  reviewed  the  audit  report  prepared  by  your  firm  on  Pine  Hills 
School.   Our  review  was  made  in  cooperation  with  Don  Holladay,  Superintendent 
of  Pine  Hills  School. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


Lawrence  M. 


Director 


LMZrjw 

Enclosure 

cc:   Morris  Brusett 
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RESPONSE   TO  AUDIT   RECOMMENDATIONS   FOR  PINE   HILLS    SCHOOL 


RECOUMEMVATIOM 

We  fizcommznd  that  Ptm  HWU  School: 

1.  ChoAQZ  an  txptndttuAz  to  thz  app^op^ate.  {,u.nd  at  tho,  tZmo,  thz 
Q.xpe.ndJMxA2.  -Li  lyi(i.uJViQ.d. 

2.  Attempt  to  changz  the.  method  o^  {^undying  vocat^ionaZ  education 
pfioj'ect^   {fWm  a  n.eJjnbuMJiement  baA>-u>  to  advance  {^unding  oft,  -i{^ 
thJj)  AJ>  attiaccei4j$a£,  to  obtain  a  loan  inom  the  geneAal  {fUnd 

to  ^tnance  the  expendltuAe^  until  the  n.eJjnbuuement  -U  n.ecetved. 

Pine  Hills  School  receives  partial  reimbursement  from  the  Federal 
Government  through  the  Office  of  the  Superintendent  of  Public  Instruction 
for  approved  Vocational  Education  projects.   These  funds  are  restricted 
and  can  only  be  used  to  improve  or  further  the  Vocational  Education  program. 
The  funds  cannot  be  used  to  supplant  State  Funds  for  the  operation  of  the 
program. 

The  reimbursement  is  based  on  a  formula  which  is  contingent  upon  the 
school  district  and  the  availability  of  funds  and  therefore  the  amount 
awarded  to  the  program  is  very  unpredictable. 

1.  Pine  Hills  School  would  not  be  able  to  comply  with  this  recommendation 
because  it  could  jeopardize  this  source  of  funds. 

2.  The  Office  of  Superintendent  of  Public  Instruction  is  considering 
awarding  the  Vocational  Education  funds  in  advance.   This  would  be 
the  only  way  Pine  Hills  School  could  comply  with  this  recommendation. 
To  obtain  and  monitor  a  loan  from  the  General  Fund  for  Vocational 
Education  would  be  very  burdensome  because  of  the  uncertainty  of 

the  amount  of  the  award  and  the  restriction  placed  on  the  funds. 

nECOUMEWATJON 

We  recommend  that  Pine  HilLi  School  utilize  SBAS  40  that  expenditateA 
can  be  Identified  by  gfiant  and  accwmuJbated  du/Ung  the  gnant  pe/Uod  to 
{^acllJJjxte  fiepofvting  to  the  gtawtoh.  agency. 

The  Department  of  Institutions  and  Department  of  Administration  will 
assist  Pine  Hills  School  with  setting  up  their  Federal  Grants  on  SBAS. 

RECOmEHVATTOn 

We  fiecommend  that  thl6  practice  be  discontinued  ookile  attofineyi  ion  the 
VepanXmerX  oi  Jn^tltutlonA  examine  the  potential  ImpticatU-om,  with 
fieApect  to  Mage  and  houA  lawi,  and  legal  llabUUXy. 

This  has  been  done. 
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Response  to  Pine  Hills  School  Audit,  Page  2 

RECOMMENVATTON 

We  fizcommznd  that  att  -InvoiczA  to  bd  pcu.d  be  6-lgmd  by  tho.  peA^on 
ojuuthofvizzd  to  appfiovz  payment. 

This   has  been   implemented. 

RECOMMEMVAUON 

We  fLe.comme.nd  that  vekiclei  only  be  puJieha^ed  wtth  thoi,e  optton6  fieqaJjied 
{^on.  ei(^-icA.ent  opefuvtlon  and  neceJii>aAy  to  isuppohX  the  agency' i,  a.66-Lgned 
pfiognami) . 

Almost  all   State   cars  are  purchased  with  air   conditioning.      A  study 
by   the  Purchasing  Division  has   shown   that   three   fourths   of    the   cost   of 
air   conditioning   can  be  recovered  when   the  vehicle   is   traded   in  or   sold. 

Some   states   are  now  requiring   cruise   control   on  all  new  vehicles   to 
conserve   gasoline.      This  was   the   intent   of   Pine  Hills  when   the  vehicles 
were  purchased. 

The   larger   engines  were   ordered   for    the  station  wagons   because   there 
are   times  when   the  vehicles  are  required   in   transporting  up   to   nine  boys 
plus   luggage. 

Pine  Hills  will   fully  justify  all  accessories  requested   on  any  new 
vehicles. 

RECOimEWATlOn 

We  fiecomnend  that  the  {^fiozen  meat  be  counted  a6  ioon  a6  po6.i,-lble.     Once 
a  itaJuting  point  hajt  been  eAtabLdhed  a  phystcat  tnventofiy  should  be 
taken  quoAteAZy  and  compajied  to  the  -inventofiy  >i.ecoH.d^.     Any  dilf^^^efience^ , 
otheA  than  nonmat  ^hAlnkage  oh.  wa^te,  ■ihoutd  be  {lOlZotced  up. 

This   recommendation  will  be   implemented   effective  November   1,    1911 . 
The  Warehouse  Foreman  will  be   the  person  responsible   for  maintaining   this 
inventory. 

REC0m\EWAT10H 

We  recommend  that  one  peuon  be  heipomtble  ion.  fievleuitng  tAavei.  clcUmi, 
to  be  iiuAe  that  they  a/ie  completely  and  phopeAly  {^tlled  out:.     ThJj>  pexdon 
should  aZi,o  a^ceAta^n  that  the  amounts  choAged  aAe  In  accordance  Mtth 
the  cuAAent  Montana  Opehxitioni  Manual   [MOM]   allowancei. 

This  will  be   implemented.      Secretaries   preparing   the   travel   claims 
will  double   check   them.      Final   review  will  be  made  by   the  Payroll  Clerk. 

RECOMMEWATJOM 

We  fiecommend  that  aJil  boyi'   expenj,e6  be  ^hoivn  a6  "otheA"  on  the  tAavel 
cZalm  and  receipted  aj>  fiequAjied. 

This  has  been   implemented. 
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Response   to  Pine  Hills   School  Audit,    Page   3 

RECOhmEMVATJON 

We  fizcommdnd  that  alZ  lteim.6  IncJividzd  on  tAavoJi  dUuMi,  be  ialZy  de^cAx.bed 
04  ne^quAAzd  by  MOM   1.014.00  and  d2^cAyiptlon.i  .iach  oi,   "m-licelZamoui" 
not  be  acc&pte.d. 

This   has   been   implemented. 

RECOmENVATIOM 

We  ^taomrmnd  that  the.  lvii>tAJtation  adh^fit  to  thz  MOM  fizquuA2mtYiti>  and 
fiQAitftlat  advanceJ>  o^  unddA  $50  to  hah.d^hA.p  coaqa.      In  addJJxon,   pzhmanznt 
tnavoJi  advances  should  be  conJ>ideAed  ^ofi  those  zmployeti  making  ifizqaent 
tAA.pi>,   mXh  fieJjnbuA-iermnt  made  once  pefi  month  pen.  MOM   1-1050.  10.     TkLfi 
uxilZ  fLe.duce  the  cleAtcal  wonktoad. 

Much  of    the    travel   is   on   short   notice  and   it   is   difficult   to 
determine   "hardship   cases".      Because   of    this,    Pine  Hills  will  continue 
giving   travel   advances   under   $50   if    the  request    is  made  by   the   employee. 

RECOMMEMPATIOM 

We  fiecommend  that  Ptne  HtlZs  School: 

1.  Implement  a  system  o^  pn.ope>vty  control  and  accoantabtZtty  whtch 
maJH  provide  ioh.  ptacemznt  o^  an  tdentA.{,tcatlon  numbeA  decaZ  on  alZ 
e.quu.pment. 

2.  Update  i-ixed  asset:  >iecon.ds  monthly  ion.  additions,  deletions  and 
tAan^ien^. 

3.  Keep  appfiopfuMte.  documentation  to  support  assigned  vaZaes  Mhe-fiz 
kistofLccal  cost  data  Is  not  avatlable. 

Procedures    to    implement   this  recommendation  are  being   implemented. 

RECOMMEMPATIOM 

We  fiecommend  that  the.  school  completely  tUit  aJil  obsolete  -items  and  contact 
the  VepoAtment  o{,  AdmlntstAotlon  (^on.  disposal  -insViuctlons . 

Obsolete  items  in  the  inventory  will  be  listed  and  disposed  of  through 
the  surplus  property  procedures  of  the  Department  of  Administration.   The 
exceptions  to  this  will  be  the  used  brick,  which  is  to  be  used  in  the  recrea- 
tional area  of  the  new  security  lodge  and  the  brass  fitting  which  will  be 
traded  for  other  needed  supply  itmes  pending  Department  of  Administration 
approval. 

RECOMMEA/PATIOM 

We  fie.commend  that  Pint  HlZts  School: 

1.     Record  thz  ^ands  on  the  Statewide  Budgeting  and  Accounting  System 
doh.  accountabUUJLy  even  l^  the  ^unds  ajie  Ketatned  In  local  accounts. 
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Response   to  Pine  Hills    School  Audit,    Page   4 

2.     VeXoAMtm  tkt  length  o^  t^t  {,und6  -dhoald  be  h^ld  ^ofi  thz  btn2.iit 
oi  boyi,  Mho  cannot  be.  located  pfilofi  to  AeveAtlng  to  the  6tate  and 
tn.avUi\eA  to  the  6tate,    {)und-i  which  meet,  the  legal  cfilteAla  {^ofi 
fieveAtlng. 

1.  SBAS  currently  does  not  have  the  capability  to  account  for  funds  not 
in  the  State  Treasury. 

2.  Funds  held  for  the  benefit  of  boys  who  have  left  the  institution  and 
cannot  be  located  would  be  subject  to  the  Unclaimed  Property  Act 
and  turned  over  to  the  State  at  the  end  of  seven  years.   The 
Department  of  Institutions  will  work  with  Pine  Hills  to  comply  with 
this  recommendation. 

RECOmiEhlVATlON 

We  tecommend  that  Vtne  Httli,  School  include  peAtlnent  employee  i.nlofmaJJ.on 
In  the  peA^onnet  ^tle. 

This  has  been  implemented . 

TlECOmENVAUON 

We  recommend  that  one  oi  the  two  6tofie  cleAkji  be  fie^pon^-lble  ioK.  the 
phyitcal  contAol  on  the  tnventofiy,   including  checking  tnventofiy  tn  and 
out  0^  the  6tofie  axea.     The  otheA  cle^k  should  be  xe^pomtble  ion.  the 
peApetuat  tnventon.y  fiecofidU,  and  n.equJj)JjtLoni> .     The  cleAk  fieApon^tble 
ion.  the  peApetual  n.econ.d6  .should  have  an  oi^tce  that  doei,  not  alZoM  acceA-i> 
to  the.  inventory  axea. 

Pine  Hills  School  will  investigate  better  methods  to  control  the 
inventory.   To  provide  office  space  for  the  clerk  in  charge  of  the  per- 
petual records  would  require  either  partitioning  a  space  at  a  cost  to 
the  institution  or  moving  the  individual  to  the  administration  office  which 
is  a  considerable  distance  from  the  warehouse.   Neither  of  these  alternatives 
are  practical. 
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